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INTERIM OPINION ON GREENHOUSE GAS REGULATORY STRATEGIES

1. Summary
The California Public Utilities Commission (Public Utilities Commission)

and the California Energy Commission (Energy Commission) recommend that
the California Air Resources Board (ARB) adopt a number of policies and
requirements for greenhouse gas (GHG) emissions reductions from the electricity
and natural gas sectors in California. These recommendations should be
adopted as part of ARB's scoping plan for its further work in implementing
Assembly Bill (AB) 32, which requires that statewide GHG emissions be reduced
to 1990 levels by 2020."

In particular, we recommend that ARB adopt a mix of direct
mandatory / regulatory requirements for the electricity and natural gas sectors
and a cap-and-trade system that includes the electricity sector. We recognize
that, under AB 32, ARB has the ultimate responsibility to determine the
appropriate design and mix of mandatory and market-based programs to reduce
GHG emissions, as prescribed in the law. We also recognize that, prior to
adopting any market mechanisms, ARB must find that such mechanisms meet

the tests outlined in Part 5 of AB 32.> Our task in this decision is to give ARB our

' California Health and Safety Code Section 38530(a), added by AB 32.
2 Part 5 of AB 32 reads as follows:

38570. (a) The state board may include in the regulations adopted pursuant to
Section 38562 the use of market-based compliance mechanisms to comply with
the regulations.

(b) Prior to the inclusion of any market-based compliance mechanism in the
regulations, to the extent feasible and in furtherance of achieving the statewide
greenhouse gas emissions limit, the state board shall do all of the following:

(1) Consider the potential for direct, indirect, and cumulative emission impacts
from these mechanisms, including localized impacts in communities that are
already adversely impacted by air pollution.

Footnote continued on next page





